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ABSTRACT 

People tend to be interested in income sources that will maximize their earnings within a short period of 

time. Its miscellaneous investment options prove suitable for a wide range of investors, making investing 

in equity funds at the right time such a great income source. Investing in equity can be risky, but it yields 

better results than other options. This study investigates the performance of a sample of Equity-Linked 

Saving Scheme (ELSS) mutual funds. This study compares equity-linked savings schemes with other 

traditional investment forms, like PPFs, that can help save taxes. Based on projected annualize returns on 

investments in the last five years, the researcher analyzed the selected good returns receiving ELSS. ELSS 

tax saving mutual funds were analyzed based on volatility analysis. The performance of selected ELSS tax 

saving mutual fund schemes is analyzed with the help of various statistical tools based on various 

parameters. Mutual funds such as PPF and ELSS are both excellent tax saving strategies, but each has 

unique characteristics. Specifically, the researcher compares ELSS funds with other investment options 

eligible for deduction under section 80C of the Income Tax Act 1961 such as Public Provident Funds and 

helps the average investor decide where to invest in order to maximize their investment return.  

Keywords: Mutual fund investments, ELSS tax savers, public provident fund, test of difference, tax 

savings.     
 

INTRODUCTION  

Investment Prospects  

It is rare that a person's current income exactly matches their current consumption desires throughout their 

lives. Occasionally, they may wish to purchase more than they can afford; at other times, they might have 

more money than they intend to spend. In order to maximize the long-term benefits from their income, 

people will borrow or save to compensate for these imbalances. When a person's current income exceeds 
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his current consumption desires, he will tend to save the excess. The surplus may be given up in exchange 

for a future larger sum of money that will be available for consumption in the future. To save and to become 

an investor, one has to trade current consumption for a higher level of future consumption. Investment is 

the process by which an investor grows savings over time. The concept of investing refers to deferred 

consumption, which involves the purchase of assets, giving loans, or keeping money in a bank account 

with the intention of generating future returns. Several investment options are available, each with its own 

risk-reward profile. By taking the time to understand the key concepts and analyze the options, investors 

can create an investment portfolio that maximizes returns while minimizing risk exposure.   

Investing is the concept of deferring consumption, which involves purchasing assets, giving loans, or 

keeping cash in a bank account in order to generate future returns. There are many types of investment 

options that offer different tradeoffs between risk and reward. An investor can create a portfolio that 

maximizes returns while minimizing risks by understanding the core concepts and analyzing the options. 

Financial investments are always available to investors. Investors should take care when selecting an 

investment so that it reduces their present tax liability as well as does not result in an increase in future 

taxable income.   

Public Provident Fund (PPF) 

National Savings Institute of the Ministry of Finance introduced the Public Provident Fund, an instrument 

that combines tax savings and savings from savings, in 1968. In this proposal, small savings can be 

mobilized into investments that provide reasonable returns and income tax benefits. Central government 

guarantees the scheme in full. Accounts may be opened by individuals living in the United States, and the 

returns are tax-free. Open and maintain a PPF account requires an annual deposit of Rs.500. In addition to 

those accounts in which they are the guardian, PPF account owners are allowed to deposit up to Rs.1.5 

lakhs in their accounts. It is essential to have a guardian while opening an account on behalf of a minor. In 

addition to being guardians of such PPF accounts, parents can also become trustees of Children under the 

age of 18 will not be eligible to earn interest on deposits exceeding Rs 1.5 lakhs in a fiscal year. You may 

deposit the amount in one lump sum or 12 installments at a time. Investors can extend their PPF accounts 

by 5 years at a time if they wish (up to 15 years maximum). You can also extend the PPF account for any 

number of blocks of five years, which can be done in one or more blocks. A 5-year extension period can 

be added to a Public Provident Fund account upon maturity. As long as the withdrawals within a 5-year 

block do not exceed 60 percent of the balance when the extension period begins, then the account holder 

can make one withdrawal per year. A rate of interest for PPF accounts is currently announced quarterly by 

the Ministry of Finance, Government of India. From 1 January 2015, the interest rate will be 7.6% per year 

(annual compounding). In general, you will be paid interest every March 31st. During the fifth day of each 

month, interest is calculated based on the lowest balance.  
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BENEFITS OF INVESTMENT IN PPF  

An investment in a PPF is a relatively safe investment since it is backed by the government. You can open 

a PPF account in any of the public, private, or nationalized banks, post offices, and select private banks. 

You will receive compound interest on PPFs. PPFs are therefore a good investment for retirement planning. 

Deposits under PPF are taxed based on the tax category EEEE (Exempt, Exempt, Exempt). Deposits under 

this scheme, interest and withdrawals are all tax free. A deposit of more than Rs 1.50 lakhs will not earn 

any interest or receive any tax benefits, so the investor should not deposit more than that amount. An order 

or decree of a court cannot attach any balance in a PPF account. Government authorities such as Income 

Tax and other agencies may nevertheless attach accounts to recover tax obligations.     

PPF Account Limitations  

Joint accounts in PPF cannot be opened unless a minor is involved. A nomination may be made, however. 

As a long-term investment vehicle, investors must realize the risks involved. Account designation in the 

PPF. It will save the legal heir from unnecessary hassles in the future. No NRI can open a new account. As 

a NRI, however, he can continue to make contributions to the PPF if he had an account as a resident Indian. 

Investors are limited to investing a maximum of Rs 1.5 lakh per year in PPF. This limits the scope of PPF 

investment.   

Mutual funds 

Mutual funds collect investor money to invest according to specific objectives. Investments in mutual funds 

are mutual: investors contribute to the fund and also profit from it. Mutual funds are pools of money owned 

by investors jointly. Investing the funds set aside by the investors who created the pool is the responsibility 

of the mutual fund. This is known as an investment mandate in many markets. Investing the money gathered 

from different investors in various stocks, bonds, and other securities is the responsibility of a professional 

money manager as part of the fund's investment objectives. Therefore, mutual funds are an indirect 

investment vehicle for those who wish to invest in the capital markets. The fund manager charges fees 

based on the value of the assets in the fund in exchange for administering it and managing its investment 

portfolio. The fund's units are the investor's shares. Unit values fluctuate daily according to the value of the 

portfolio. Investments are valued at their Net Asset Value (NAV), which is the value of a single unit. As 

part of the scheme, the unit holders share the income earned from these investments and the capital 

appreciation earned by the scheme. The scheme does not gain or lose any money. As a result, mutual funds 

are considered a boon for small investors.    

  The Equity Linked Savings Scheme invests mainly in stock markets, as its name suggests. Because ELSS 

funds are linked to the stock market, their performance is determined by stock market movements. ELSS 

have been known to deliver better long-term returns than other more conservative investing options, 

because they mainly invest in stocks of companies, which ensure high returns, but at the same time are 

http://www.ijcrt.org/


www.ijcspub.org                                          © 2016 IJCSPUB | Volume 6, Issue 2 April 2016 | ISSN: 2250-1770 

IJCSP16B1001 International Journal of Current Science (IJCSPUB) www.ijcspub.org 4 
 

highly volatile too. Equity mutual funds primarily trade on the stock market, so they are subject to market 

fluctuations, but their returns are also subject to market volatility.   

Benefits of Investing in Equity Link Saving Scheme (ELSS) 

ELSS and mutual funds are among the best ways to save taxes. Tax deductions are available for ELSS 

investments under section 80C of the Income Tax Act of 1961. Investing in ELSS allows an investor to 

get a deduction of up to Rs. 1,50,000/- from taxable income.  
 

A superior mutual fund portfolio is configured to invest over a long term and is not bound by the lock in 

period. Unlike PPF, the ELSS offers a three-year lock-in period for its funds. Investors benefit from the 

shorter lock-in period by having greater liquidity.  
 

Investors can invest systematically in ELSS schemes as low as Rs. 500 per month. Consistent investing 

habits are thus fostered. The SIP will start after 3 years of the initial investment, since there's a lock in 

period of 3 years. In favorable market conditions, equity investing can produce higher returns.   

 

Limitation of Investing in Mutual Fund 
 

This is an equity based mutual fund, so the returns are subject to market fluctuations; hence, you can't be 

sure if you will make money.  
 

Risk-averse investors should not invest in ELSS.  
 

In comparison to other traditional savings schemes like PPF, the risk factor is quite high.    

 

OBJECTIVES OF THE STUDY 

This article compares equity-linked saving schemes offered by mutual funds with Public Provident Funds 

where the tax deduction is available under section 80C of the Income Tax Act 1961.  
 

1. The purpose is to assist the common individual investor in deciding where to invest to maximize 

returns  

2. A study to determine Indian individual investors' perceptions and risk tolerance towards the various 

types of investments.   

3. An examination of the liquidity position of an individual investor who is investing both to reduce taxes 

and to increase his or her wealth.   

RESEARCH METHODOLOGY  

Data base and Methodology:   

The study will compare mutual fund investments and public provident fund investments in order to 

maximize investment returns. Secondary data was used for the study. In the secondary data collection, 

information is gathered from publications, books, and any other website that provides information on the 

internet. In the comparative study of investment in PPF and tax-saving mutual funds, data from the previous 

five years is used. Data from various mutual fund companies is used for the comparison. It has been 
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implicitly assumed that the return on PPF will remain constant. The current rate of return is used in this 

study.    

Research Tool  

A test of difference is used by the researcher to calculate the expected annualized return for five years and 

the probability of failure.    

Hypothesis of The Study 

A mutual fund investment in ELSS tax savers does not have a significant difference from a mutual fund 

investment in a Public Provident Fund.  

Test of Difference 

It was assumed that the samples would be independent in the t-test for difference of small sample. It is 

possible for the values of the second sample to be influenced by the values of the first sample, if the samples 

are not independent. It is very common for the two samples of a small sample to be paired. When the 

number of samples is the same, this test is used. The difference test is calculated as follows:    

Comparative analysis of the TaxSaver Mutual Fund and the Public Provident Fund    

Comparison of PPF and ELSS on various parameters 

Returns 

An average return on PPF is between 7.5% and 8% per year. Currently it is 7.6%, but the percentage 

changes periodically as announced by the government. Previously, the PPF returns ranged around 12%, 

but this year they declined to 9%. Historically, it has remained around 8%. In the case of ELSS, the returns 

fluctuate and are not permanent. The rate can be as low as 20% some years, as high as 50% at times and as 

low as -25% in future seasons. Thus, the returns of investment are completely dependent on the market and 

how well it performs. In the long run, however, investors will be able to expect a return of 12-18%.    

Lock in Period  

Some fractional contributions may be withdrawn after 5 years, but investments locked in for 15 years 

cannot be withdrawn. PPF is basically a long-term investment, so investors should be prepared to lock their 

money for some time if they are considering investing. PPFs are renewable after 15 years and can be 

renewed any number of times for another 5 years; money will again remain locked for those 5 years. As 

compared to ELSS, which has a three-year lock-in period. It takes the investor three years to get their 

money back. There is a key point to note here: each speculation is locked in for 3 years, meaning that if 

you have a systematic investment plan (SIP) running in an ELSS fund, then each installment is locked in 

for 36 months. Due to the liquidity outlook, ELSS is a better investment compared to PPF for investors 

looking for money in 4-5 years.   
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Risk  

Due to the fact that its value does not decrease, PPF is not risky at all. There is also no possibility of fraud 

since PPF is guaranteed by the Government of India. Investors who plot the value of their PPF will find 

that the line is going up in a straight line. A disadvantage of ELSS is that it tends to be impulsive, which is 

known as "RISK". According to stock market movements, ELSS values fluctuate. Over time, investors will 

see good results even if they experience a downturn and loss of value in the short term. Since most of the 

investors are risk averse and they do not want to see their investments dip in value, many of them leave out 

ELSS and stocks in general, thus losing out on the opportunity to experience high returns.    

Taxation 

PPFs are tax-exempt. Returns on PPFs are not taxed. Investors receive no tax on returns from PPFs. The 

equity mutual fund or stock gains were tax free until one year ago, now while selling the unit by the 

investor, the gains are taxable at 10%.    A tax exemption of Rs 1 lakh is available to the investor, but not 

to the bond holder. In spite of this taxation, ELSS investments produce much better post-tax returns than 

any other type of investment.    

Comparison of mutual funds and public provident funds 

Analysis of selected ELSS tax saving schemes and PPF 

Sr. 

No.  

ELSS Tax saver Mutual Fund 

Scheme 

1month  3month  6month  1yr  2yr  3yr 5yr  PPF 

1 SBI Tax Advantage Sr-2 -2.3        -2.5 -6.9 10.7 21.4 14.0 23.7 7.6 

2 BOI AXA Tax Advantage -4.5  0.9  2.7  26.0  25.2  15.2  21.0  7.6 

3 ABSL Tax Relief ‘96 -3.0  2.0  3.5  18.4  20.8  14.6  23.3  7.6 

4 INVESCO India Tax Plan -1.4  3.0  4.7  15.4  17.9  11.8  20.3  7.6 

5 IDFC Tax Adv (ELSS) -4.3  -0.9  2.2  16.7  24.3  14.1  22.9  7.6 

6 LIC Tax Plan  -3.9  0.8  4.4  13.8  18.8  9.4  18.0  7.6 

7 Land Tax Advantage -3.6  -0.7  2.0  11.9  21.9  14.6  20.0  7.6 

8 Principal Tax Savings -5.1  -1.3  -1.4  12.0  23.3  14.6  21.4  7.6 

9 Edelweiss Tax Advantage -3.0  0.2  3.0  11.9  15.7  10.1  17.5  7.6 

10 Franklin(I) Tax Shield 0.6  5.9  2.9  10.9  14.5  12.2  20.1  7.6 

Source:www.moneycontrol.com/mutual-funds/performance-tracker/returns/elss.html 

 

PPF ELSS D = (ELSS- PPF) d = D  D (BAR) d 2 

7.6 23.7 16.1 2.88 8.2944 

7.6 21.0 13.4 0.18 0.0324 

7.6 23.3 15.7 2.48 6.1504 

7.6 20.3 12.7 -0.52 0.2704 

7.6 22.9 15.3 2.08 4.3264 

7.6 18.0 10.4 -2.82 7.9524 

7.6 20.0 12.4 -0.82 0.6724 

7.6 21.4 13.8 0.58 0.3364 

7.6 17.5 9.9 -3.32 11.0224 

7.6 20.1 12.5 -0.72 0.5184 

Total  D = 132.2  39.576 
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Mean of D = 132.2/10 = 13.22 

C.V. = 19.94 

T.V. = 2.262 

Interpretation 

Calculations above indicate that the calculated value (CV) is greater than the table value (TV) and that 

coefficient value (CV) is 19.94 higher than the table value (TV), which indicates that our hypothesis is 

rejected. Therefore, investment in ELSS tax saver mutual fund has a significant impact when compared 

with investment in Public Provident Fund. Investing in ELSS mutual funds will give an investor a higher 

rate of return than PPF, since tax benefits are the same in both investments. Based on the above table, PPF 

investments are relatively safer, but offer lower returns and longer time horizons than ELSS investments. 

Investing in ELSS should be considered a high-risk investment, according to the study.    

CONCLUSION 

There is no such thing as an equal finger on our hands. Investors are also subject to this rule. Every 

individual takes risks differently and has different risk appetites. Using the above table, one can see that 

both traditional saving instruments and mutual funds have their pros and cons. This is totally influenced by 

the investor's perspective on saving and investing. In terms of liquidity and risk appetite, PPFs are suitable 

for people with lower risk appetites. On the other hand, equity linked saving schemes are a boon for those 

who are ready to take on the risks in the stock market. Because of their willingness to take higher risks, 

they are rewarded with higher returns. In conclusion, it is crucial for investors to make good financial 

decisions to make their savings valuable and invest in programs that will give them the best results. If you 

want to invest safely without any risk factor involved, you can look into the Public Pension Fund. You can 

also invest for a specific purpose for a long duration, such as a wedding or a child's education. Investors 

who require tax planning instruments should consider ELSS if they are not risk averse and they are not risk 

adverse.   
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